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BOTSWANA: 


KEY ECONOMIC INDICATORS 


(In millions of U.S. dollars unless noted) 


Domestic Economy 
Population (thousands) (est) 


GDP in current dollars, of which 
- Agriculture 

Mining 

Manufacturing 
- Trade, Hotels 
- Other (excluding government) 
Real GDP (in pula, 1980 prices) 
Per Capita GDP, current dollars 
Exchange rate (Pula = ) 
Annual Rate of Inflation (%) 
Gross Fixed Domestic Investment 
Private Consumption (1) 
Government Consumption (1) 
Treasury Expenditures (1) 
Treasury Receipts (1) 
Government Fiscal Surplus 
Money Supply (M1) 


Employment 

Formal Sector Employment 

- Private and Parastatal 

- Government 

Traditional Agriculture (est.) 
Empl. in South African Mines 


Balance of Payments 


Exports (f.o.b.) 

Imports (c.i.f.) 

Trade Balance (adjusted) 
Current Account Balance 
Foreign Exchange Reserves 


U.S.-Botswana Trade 


Exports to Botswana (f.a.s.) 

Imports from Botswana(c.i.f.) (2) 
U.S. Bilateral Aid 

Principal U.S. exports: 
machinery, agricultural products 
Principal U.S. imports: 
Sources: 


1984/85 
1,073 
1,051 

54.2 
381.6 
64.1 
215.7 
164.9 
1171 
979 

$ .526 
v9 
232.03 
512.93 
304.54 
422.49 
551.84 
+129.35 
190.2 


1985 
119,800 
71,200 
49,100 
350,000 
20,128 


1985 


734.1 
580.4 

42.9 
133.2 
784.0 


1985 
16.0 
29.6 
21.9 


copper-nickel ore, 
Central Statistics Office, 


1985/86 
fes11 
1,115 

43.7 
522.8 
67.3 
196.0 
137.5 
1316 
1,004 
$ .54 
9.6 
259.33 
437.75 
282.21 
385.33 
607.25 
+221.92 
245.9 


1986 
134,100 
79,400 
54,700 
350,000 
20,994 


1986 


871.5 
718.0 
67.5 
166.9 
1,197.5 


1986 
13.2 


2.6 
28.2 


1986/87 
aio 
1,487 

47.4 
655.5 
91.6 
248.9 
191.7 
1426 
1229 

$ .60 
9.8 
N/A 
N/A 
N/A 
546.25 
837.52 
+291.27 


507.5 


1987 
N/A 
N/A 
N/A 

350,000 
N/A 


1987 
1,480.0 
985.9 
494.1 
565.0 
2,013.0 


1987 
28.4 


"Face 
27.7 


craft items. 


Bank of Botswana 


% 
change 
9.2 
33.4 
$.5 
25<4¢ 


106.4 


change 
N/A 
N/A 
N/A 

0 

N/A 


change 


69.8 
37.3 
632 
238.5 
61.1 


change 


48.7 
173.1 
-1.8 


communications and computer equipment, farm 


(1) Based on average exchange rates for FY 1984/85, $.69 (avg. 


quarterly closing) ; 


1985/86, $ 
closing). 


-54; 


1986/87, 


$ .54 (average monthly 


(2) The large drop in imports between 1985 and 1986 resulted when 


copper-nickel ore refining was moved from Louisiana to Norway. 





SUMMARY 


At independence in 1966, Botswana was one of the world's 
poorest countries. Since then, its economy has become one of 
the world's fastest growing. The country boasts one of the 
highest per capita gross domestic product levels in Africa. 
Moreover, Botswana is one of the few genuine multi-party 
democracies of Africa, noted for its democratic traditions, 
political stability, and largely free market economy. 


Botswana's main sources of revenue are sales of diamonds, 
copper-nickel, and beef, though tourism is also an important 
and growing sector of the economy. About one-fifth of the 
country's revenues come from customs duties. Cattle are the 
economic backbone of the country's rural population; more than 
50 percent of the country's people make their livelihood from 
raising stock, and cattle outnumber people in Botswana by about 
two to one. Despite 6 years of persistently harsh drought, 
Botswana continues to develop at an impressive rate, funded by 
diamond sales and assisted by international aid donors. 
Conservative and prudent economic management have kept Botswana 
from the pitfalls of many developing countries. 


The Government of Botswana has a liberal private foreign 
investment incentive scheme, and welcomes joint-venture 
operations. Botswana sent its first Trade and Investment 


Mission to the United States in September 1985, and fully 
supports the investment mission to Botswana by the Overseas 
Private Investment Corporation (OPIC) planned for early 1989. 


OPIC hopes to greatly increase U.S. interest and investment in 
Botswana. 


Botswana's membership in the Southern African Customs Union 
(SACU), which also includes Lesotho, South Africa, and 
Swaziland, allows its products to be exported duty free to the 
35 million inhabitants of those countries. Botswana plays a 
leading role in the Southern African Development Coordination 
Conference (SADCC), an economic organization of all the 
black-ruled countries of southern Africa. As a signatory to 
the Lome III Convention, Botswana enjoys duty-free access to 
the European Community for many of its products. The United 
States Generalized System of preferences (GSP) also permits 
duty-free entry to the United States from Botswana for a list 
of some 3,500 items. 


Imports from the United States increased in value from about 
$5.1 million in 1982 to about $28.4 million in 1987. Major 
imports from the United States to Botswana included radio 

equipment, trucks and heavy machinery, agricultural products 


(mainly cereal grains and vegetable oils), and computer 
equipment. 





PART A: CURRENT ECONOMIC SITUATION AND TRENDS 
ECONOMIC GROWTH OUTLOOK 


Although it was one of the world's poorest countries at 
independence, Botswana has achieved rapid economic growth. 

Real GDP grew an impressive 8.4 percent in fiscal year 1986/87, 
but this was less than the 12.4 percent of 1985/86. This 
growth has been achieved mainly through the development of its 
mineral resources, especially diamonds. Botswana also supports 
a strong cattle industry, exporting approximately $80 million 
of livestock products in 1986/87. About half the population 
depends on cattle raising for its economic mainstay. Despite 
continued high growth rates, however, Botswana recognizes the 
need to diversify its economy to decrease its dependence on 
diamonds and on South Africa. As a member of the Southern 
African Development Coordination Conference (SADCC), and the 
host country for that organization's Executive Secretariat, 
Botswana is working with its neighbors to further the economic 
development and integration of the region. 


Formal Employment: Approximately 12 percent of Botswana's 
people are employed in the formal sector. During the 
mid-1980s, the government continued to provide about 40 percent 
of these jobs. Other important employment sectors in 1986 were 
commerce (about 15 percent of the jobs), services (10 percent), 
construction (10 percent), manufacturing (9 percent), and 
mining (6 percent). Another 15 percent of the formal sector 
work force is employed in South African mines. 


Import Dependence: Because of the country's arid climate and 
small percentage of arable land (about 5 percent), as well as 
the recent drought, Botswana is not able to feed its own 
people. It relies heavily on imported food. Botswana obtains 
most of its fuel, chemicals, machinery, and clothing from 
abroad also. About 75 percent of the country's imports arrive 
via South Africa, and well over half of these are actually made 
there. Food, machinery, vehicles, and fuels comprise about 60 
percent of the country's import expenses. In addition, 
Botswana is largely dependent on South Africa to ship its bulk 
export items: all of Botswana's beef, and much of its 
copper-nickel matte, are shipped from South African ports. 


Balance of Payments: In 1987 Botswana raised its trade surplus 
to $494 million, a six fold increase over 1986's figure of 
$67.5 million. This huge jump has mainly been attributed to 
favorable conditions in the world market for diamonds, 
Botswana's main export. Two other major exports, copper-nickel 
and beef, also have contributed to this surplus. Total 
estimated value of the country's 1987 exports was $1.48 
billion. Because of the relative strength of the dollar, in 
which most exports are priced, and the relative weakness of the 





rand, in which most imports are priced, Botswana has built up a 
strong and healthy foreign exchange surplus with currency 
reserves equaling over $2 billion at the end of 1987. This 
covers approximately 28 months of foreign trade. Botswana 
officials explain this large reserve as necessary, both because 
of the country's import dependence and because of the price 


volatility of its major exports, most notably diamonds, on 
which the economy relies. 


Botswana has run positive balance-of-payments accounts in all 
but 1 year (1981) during 1978-87. It is expected that this 
trend will continue in 1988 because of the government's 


consistent budget surplus and its large foreign exchange 
reserves. 


Fiscal Policy: The government's cautious fiscal policy, which 
has led to budget surpluses in the recent past is being 
continued. The 1987/88 budget calls for a fiscal surplus of 
approximately $208 million, despite continued growth in export 
revenues and foreign exchange reserves. Of the expected 
revenue, diamonds are expected to account for $489 million. 
This figure represents 57 percent of the expected treasury 
receipts for the 1987/88 fiscal year. 


Monetary Policy/Inflation: Botswana's currency, the Pula, is 
based on a currency basket composed of the South African Rand 


and Special Drawing Rights (SDR). Botswana has kept the Pula 
within a range of about 20 percent of the exchange value of the 
Rand because most of the country's imports are valued in that 
currency. Because the Pula is partially composed of SDR's, 
however, the Pula has consistently remained a stronger currency 
than the Rand during the mid-1980s. 


Inflation increased slightly to 9.8 percent in 1987. The 
government has sought to control inflation by restricting wage 
growth on the theory that high wages for skilled employees 
would not relieve shortages due to the absolute scarcity of 
trained personnel. For unskilled workers, higher wages would 
only reduce overall employment levels and stimulate greater 
migration to the cities. Due to inflationary pressures from 
South Africa and political realities, this policy has been only 
partially successful. 


Incomes Policy: Botswana's incomes policy is voluntary. It 
states that skilled employees working either in parastatal 
organizations or in private firms should be paid what 
government employees earn in similar jobs. Minimum wages for 
unskilled workers are set by a government advisory board. 


Development Objectives: Faced with a high population growth 
rate and growing unemployment, Botswana is placing heavy 





emphasis on private sector growth and incentives for job 
creation, especially in manufacturing and agriculture. Over 
the next few years, Botswana hopes to create about 11,500 jobs 
per year, both in the private and in the public sectors, but 
this falls well short of the over 20,000 who are expected to 
enter the job market annually. 


In part to stem the flow of job-seekers to the small but 
expanding urban areas, heavy emphasis is also placed on rural 
development. A floor price for farm goods is also seen as a 
means of increasing food production. The government has tried 
to promote arable agriculture in addition to stock raising, 
including the development of irrigated agriculture in areas of 
northern Botswana near rivers. 


Areas of increased government expenditure include education, 
housing, primary health care, and commercial and trade 
development. The budget for educational, commercial, and local 
development programs has increased considerably over the last 
few years. School fees for secondary education were abolished 
in 1988, with the result that all education through university 
level is now free. This has necessitated a massive school 
construction and staffing program. Botswana hopes that this 
will help reduce a continued shortage of skilled manpower. 


Diamonds: Minerals are the mainspring of Botswana's economy, 
and diamonds are by far its largest foreign currency earning 


export. The country is one of the world's three largest 
producers of diamonds (along with South Africa and the Soviet 
Union). Botswana produced over 13.2 million carats in 1987, 
worth more than $720 million. Taking advantage of the upswing 
in the diamond market, DeBeers Botswana (Debswana, jointly 
owned by DeBeers and the Government of Botswana) sold off its 
large stockpile to DeBeers and received, in addition to an 
undisclosed cash payment, a 5.27 percent share in the DeBeers 
parent company. It is estimated that some 60 percent of 
Botswana's revenues derive directly or indirectly from the 
diamond industry. 


Copper-Nickel: Second in order of export earnings is 
Botswana's copper-nickel matte, produced at the Bamangwato 
Concessions Ltd. (BCL) mine and smelter at Selebi-Phikwe. This 
highly efficient mining operation continues to struggle with 
past debts, but has been considerably aided by recent higher 
copper and nickel prices. Although production was down somewhat 
to about 45,000 tons, the increased copper prices in 1987 put 
BCL's production of copper-nickel for that year at a value of 
almost $85 million. 


Coal: Botswana's vast coal resources, estimated at some 35 
billion MT, are unlikely to be exploited for export before the 





beginning of the next century because of high transportation 
costs and low world demand. However, coal mined at Morupule by 
the Anglo-American Corporation and burned by the Morupule power 
station has made Botswana self-sufficient in electricity. 


Soda Ash: After over a decade of study, the Sua Pan Soda Ash 
Project will probably begin operation in 1989. The refinery 
will produce soda ash, table salt, and potash for use in 
refining metal, producing glass, and manufacturing detergent 
and fertilizer. It will be a joint venture of the South 
African chemical company AECI with the Government of Botswana 
and other investors. The products will be marketed in South 
Africa and in other southern African countries. This will be 
the first major mining venture to come on line in Botswana 
since the Jwaneng diamond mine opened in 1982. 


Petrochemicals and Other Mineral Resources: Botswana 
undoubtedly possesses mineral resources which have not yet been 
discovered. Various studies are being undertaken to determine 
the existence and exploitability of possible petrochemical 
resources in the west of the country. Platinum bearing 
formations currently being mined just over the border in South 
Africa may extend into Botswana. Recent findings suggest that 
some geologic structures in Botswana may contain extensive gold 
deposits. Mineral exploration continues in many areas. 


Beef-Largest Agricultural Product: Beef and beef products 
constitute Botswana's second largest export sector. Botswana's 
beef exports have declined somewhat during the middle 1980s due 
to the drought and consequent reduction of the national herd. 
Over 50 percent of Botswana's beef exports go to the European 
Economic Community, where the Lome Convention assures a higher 
than world market price. Much of the rest of the exports go to 
South Africa and Reunion. In 1986, Botswana earned about $75 
million for its beef exports. 


Agribusiness Potential: Botswana is not agriculturally 
self-sufficient. During the drought years of 1980-87, Botswana 
produced less than 20,000 MT of sorghum and maize annually. 

The country needs over 200,000 metric tons annually to feed its 
people, and Botswana has imported or received from foreign 
donors enough cereals to make up for this shortfall. Zimbabwe 


and South Africa are the major commercial suppliers of food for 
the country. 


The Government of Botswana has begun some projects designed to 
tap the agricultural potential of the northern part of the 
country, where the Okavango Delta and the Linyati, Chobe and 
Limpopo rivers are located. It is hoped that such projects 
will expand considerably over the next decade. The government 
also hopes to expand agricultural productivity in the 





Pandamatenga and Tuli Block areas, where the soil is rich but 
rainfall can be uncertain. 


Manufacturing: Botswana's light industrial sector grew at a 
rate of 6-8 percent annually during the country's second decade 
of independence, but this rate of growth was not maintained in 
the middle 1980s. Textile products represent an important 
segment of this sector and one which is expected to expand over 
the next few years and to exceed the rate of growth in other 
segments. Botswana's major textile markets are Zimbabwe, the 
countries of the European Economic Community, and South Africa, 
and there are plans to expand to the U.S. market in the near 
future. 


Other important manufacturing industries in Botswana include 
vaccine production, brewing, and cereal milling, as well as the 
production of plastics and tin cans. Some newer ventures 
include processing and packaging of food and toiletries. Two 
American companies, Colgate Palmolive and H.J. Heinz, are 
active in this area. In 1986/87, manufacturing accounted for 
about 7.5 percent of Botswana's GDP, but the Botswana 
Government strongly supports expansion of this sector and 
encourages foreign investment in manufacturing industries. 


Tourism: One of the fastest growing segments of Botswana's 
economy, tourism has become the country's fourth largest 
foreign exchange earning sector. In 1986, about 65,000 holiday 
visitors came to Botswana, generating at least $10 million in 
income. The development of the country's unique tourist areas 
-- the Kalahari desert, the Okavango delta, the Chobe game 
reserve -- could make tourism one of the country's foremost 
growth sectors. To continue the development of its tourism 
potential, Botswana needs to create policy guidelines on 
promotion and investment in tourism areas and preservation of 
the country's natural habitats. 


DEVELOPMENT CONSTRAINTS 


Climate: Botswana's semiarid climate and its scarce water 
resources remain prominent obstacles to its economic 
development. The Government of Botswana has sought to overcome 
this problem through continued development of the country's 
infrastructure, such as numerous current reservoir projects and 


the continued development of boreholes (wells) throughout the 
country. 


Manpower: Lack of trained manpower is another constraint on 
the country's development. To overcome this, the government 
has increased considerably its education budget and now 

provides free education through university level. Manpower 





training is also a major emphasis of America's economic 
assistance efforts in Botswana. 


Infrastructure: Although Botswana has made important strides 
forward in developing its infrastructure, many of the areas of 
the country suitable for agricultural development are not at 
present served by paved roads. A trans-Kalahari road project 
to connect the eastern corridor with the west and with Namibia 
could open vast areas of the country to commercial activity. 
Botswana's telecommunications facilities have been greatly 
expanded and upgraded and most areas of the country now have 
automatic exchanges, but the number of telephones in rural 
areas is very limited, and installation can take a long time. 
Utility costs -- especially water -- are quite high, and 
although Botswana is essentially self-sufficient in 
electricity, costs remain high because of large distances and 
low density use. 


Small Market Size: Finally, Botswana's small market size 
requires extensive development of export markets to produce 
lasting growth. Because of the competition it faces from South 
African products (which enter duty free under the Southern 
African Customs Union agreement), the manufacturing sector in 
Botswana has developed slowly. Botswana's membership in the 
Customs Union, however, provides Botswana-based exporters 
duty-free access to a market of about 35 million people. The 
additional market represented by the 70 million population of 
the SADCC countries also holds potential for exploitation. 


PART B: IMPLICATIONS FOR POTENTIAL U.S. INVESTMENT AND TRADE 


Botswana's Attitude Toward Foreign Investment: Botswana 
actively encourages foreign investment. There are no 


restrictions on reinvestments or repatriation of earnings and 
capital, and no exchange controls. Botswana has never 
nationalized or expropriated any foreign business. It 
scrupulously follows the rules for investment that it has 
established. The courts uphold contracts. Government 
corruption is rare and severely punished. 


Botswana signed an investment guarantee agreement with the 
United States in 1968, but does not at present have a Bilateral 
Investment Treaty with the United States. While much of the 
country's export trade is aimed toward Europe, there is an 
increasing interest in, and familiarity with, U.S. products in 
Botswana. Currently, about 25 American or U.S.-related firms 
operate in Botswana, including the two previously mentioned 
giants, Colgate Palmolive and H.J. Heinz. 


Areas for Potential U.S. Trade: The following areas are 
expected to show at least moderate sales growth during the next 





few years: In agriculture, there will be continued demand for 
heavy machinery, including trucks, tractors, other farm 
machines, and irrigation, water pumps and well-drilling 
equipment. Botswana will continue investigating its 
groundwater resources, and will therefore need groundwater 
exploration equipment, water quality testing materials, and 
possibly water transportation equipment (such as pipes, pumps 
and engineering services) for a contemplated large-scale water 
transport scheme to connect the country's northern water 
supplies with population centers in the east and south. 
Botswana will continue to need business machines and commercial 
supplies for both government and industry. Given the 
considerable increase in the country's education budget, 
Botswana will also need English-language school texts and 
school supplies. 


Areas for Potential U.S. Investment: During 1986-91, 
opportunities exist for U.S. investment in the minerals, 
agricultural, and manufacturing sectors. In the minerals 
sector, Phelps Dodge has already begun working small gold mines 
and other such mines may be feasible. In agriculture, Botswana 
has begun studies of the areas in the north of the country that 
it hopes to develop. As a result of these agricultural 
projects, as well as the imminent development of the Sua Pan 
Soda Ash Project, opportunities will exist for infrastructure 
development, including road engineering and construction. The 
Government has recently committed itself to a $300 million 
nationwide housing project involving all facets of land 
servicing, development and construction. In manufacturing, 
opportunities will exist in the health and beauty aids sector, 
in irrigation equipment manufacturing and sales, and in the 
agricultural supplies sector, especially for items such as 
windmills and water pumps. 


Assessing Market Potential: Visiting Botswana can be an 
effective means of assessing the country's market potential and 
to determine fields for local investment. The Gaborone 
International Trade Fair, held in late August, provides the 
best opportunity to meet Batswana and regional business people 
and to test local receptivity to new products, but both 
business people and government officials are generally 
available for discussions at any time. The Commercial Officer 


at the U.S. Embassy is available to help plan and schedule such 
visits. 
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